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INTRODUCTION 


The  fiscal  year  1947  was  the  eighth  year  of  active  operation  for  the 
Federal  Crop  Insurance  Corporation.  The  year  was  marked  by  im- 
portant events  and  changes  in  the  crop  insurance  program  which  will 
result  in  the  program  entering  a new  stage  in  its  development.  The 
Corporation’s  history  to  date  divides  logically  into  two  definite  stages. 

The  first  stage  of  development  of  Federal  crop  insurance  was  5 crop 
years  from  1939  through  1943  when  Federal  crop  insurance  was 
launched  with  a bold  attempt  to  insure  unavoidable  crop  losses  on  a 
Nation-wide  scale.  Only  wheat  was  insured  during  the  first  3 years 
and  both  wheat  and  cotton  in  1942  and  1943.  Net  losses  were  suffered 
each  year  and  Congress  suspended  the  program  and  placed  the  Cor- 
poration in  a liquidating  status  so  that  no  crops  were  insured  in  1944. 

The  second  stage  in  the  development  of  a Federal  crop-insurance 
program  began  with  the  crop  year  1945,  following  reinstatement  of  the 
program  by  the  Congress,  and  extends  through  the  1947  crop  year. 
Wheat,  cotton,  and  flax  were  insured  on  a Nation-wide  basis  during 
this  period,  and  insurance  was  started  on  tobacco  and  corn  on  a limited 
experimental  scale  in  a few  counties. 

The  experience  gained  in  the  first  period  enabled  the  Corporation  to 
establish  a better  basis  of  insurance  for  the  second  period.  During 
this  second  period,  the  Corporation  was  operated  with  a profit  on  three 
of  the  five  commodities — wheat,  flax,  and  tobacco — and  with  only  a 
small  loss  on  corn.  However,  the  heavy  losses  on  cotton  continued  in 
1945  and  1946  to  an  extent  that  made  it  advisable  to  obtain  further 
experience  before  offering  this  insurance  on  a Nation-wide  basis. 

Recent  legislation  limited  the  scope  of  crop  insurance  operations 
beginning  with  the  1948  crop  year.  As  a result  of  these  limitations, 
the  third  period  now  being  entered  by  the  Corporation  will  be  one 
characterized  by  experimentation  rather  than  large-scale  Nation-wide 
operations.  Operations  on  wheat,  cotton,  and  flax  will  be  contracted 
while  those  on  tobacco  and  corn  will  be  expanded.  The  Corporation 
also  may  initiate  experimental  insurance  on  other  crops  in  a few 
counties  under  the  recent  legislation  which  allows  considerable  latitude 
for  trying  different  plans  of  insurance. 
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REPORT  OF  THE  MANAGER  OF  THE  FEDERAL  CROP 
INSURANCE  CORPORATION,  1947 


United  States  Department  of  Agriculture, 

Federal  Crop  Insurance  Corporation, 

Washington,  D.  C.,  September  25,  1947. 
Hon.  Clinton  P.  Anderson, 

Secretary  oj  Agriculture. 

Dear  Mr.  Secretary:  I present  herewith  the  annual  report  of  the 
Federal  Crop  Insurance  Corporation  for  the  fiscal  year  1947. 

This  report  goes  beyond  the  customary  scope  of  the  usual  annual 
report,  as  a result  of  the  changed  legislation  which  places  Federal  crop 
insurance  on  an  experimental  basis  during  its  development  period. 
The  report  covers  the  detailed  operations  of  the  Corporation  for  the 
fiscal  year  ended  June  30,  1947,  reviews  the  purposes  and  objectives 
of  crop  insurance,  summarizes  the  experience  to  date,  and  indicates 
probable  trends  of  future  operations. 

Sincerely  yours. 


G.  F.  Geissler, 

Manager. 
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PURPOSE  AND  OBJECTIVE  OF  CROP  INSURANCE 

The  immediate  goal  of  the  Federal  Crop  Insurance  Corporation  is  to 
develop  a sound  basis  of  insurance  that  is  acceptable  to  the  farmer. 
Accomplishment  of  this  goal  on  all  major  crops  may  well  require  many 
years.  Only  after  long  periods  of  trial  and  experimentation  have  less 
complex  types  of  insurance  reached  their  present  level  of  refinement. 
Federal  crop-insurance  experience  to  date  is  very  brief  when  measured 
in  terms  of  the  time  required  to  develop  sound  insurance  programs  in 
other  risks  insured  by  private  industry. 
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The  ultimate  goal  of  Federal  crop  insurance  is  to  provide  farmers 
the  opportunity  to  secure  protection  against  crop  losses  from  produc- 
tion risks  over  which  they  have  no  control.  Large  sums  of  money  are 
spent  each  year  in  agricultural  research  to  develop  better  varieties  of 
seed,  more  effective  means  of  controlling  insects  and  diseases,  and 
improved  methods  of  farming.  Soil-conservation  practices  have  been 
encouraged  b}^  making  available  technical  assistance  as  well  as  cash 
paA^ments  to  farmers.  Price  supports  have  been  provided  for  more 
than  a decade  to  help  maintain  some  degree  of  stability  in  farm  income. 
Despite  all  these  measures,  the  farmer  will  receive  but  little  income  in 
an}^  year  if  he  invests  his  time,  money,  and  effort  to  produce  a crop 
only  to  be  faced  with  a crop  failure  due  to  some  cause  over  which  he 
has  no  control.  Insurance  protection  spans  this  crop-failure  gap.  It 
is  an  essential  part  of  a well-rounded  agidcultural  program  designed 
to  ])rovide  economic  security  for  the  farmer. 

Through  crop  insurance,  farmers  join  together  to  protect  each  other 
against  the  full  impact  of  major  crop  losses.  Farmers  pa}^  premiums 
each  year,  and  those  among  them  whose  production  efforts  fail  through 
no  fault  of  their  own  receive  indemnities.  Development  of  a sound 
crop-msurance  program  will  tend  to  reduce  the  need  for  farm  relief 
appropriations  such  as  Congress  has  found  it  necessary  to  provide 
in  the  past  following  serious  and  widespread  crop  failures. 

Although  the  primary  purpose  of  crop  insurance  is  to  protect  farmers 
against  crop  losses  over  which  they  have  no  control,  the  economic 
stability  of  the  business  community  and  the  national  economy  benefit 
greatly  as  a result  of  reducing  the  full  impact  of  crop  disasters.  The 
welfare  of  many  communities  depends  directly  on  farm  income.  The 
welfare  of  our  Nation  is  closely  interwoven  with  that  of  the  farmer. 
'\Mien  the  income  or  credit  of  the  farmer  is  impaired,  it  affects  all  who 
depend  either  directly  or  indh’ectly  on  his  purchasing  power. 

HISTORY  OF  CROP  INSURANCE 

Insurance  has  been  available  for  many  years  to  private  enterprises 
to  cover  operations  comparable  to  production  risks  in  farming. 
^TIlereas  protection  through  insurance  has  been  available  on  grain 
and  other  agricultural  commodities  after  harvest  through  the  shipping, 
storage,  processing,  'and  distribution  stages  before  it  reaches  the  con- 
sumer, it  has  not  been  generally  available  through  the  more  hazardous 
production  stage.  Insurance  against  the  many  unavoidable  risks 
of  crop  production  has  not  been  developed  successfully  by  private 
sources  even  though  the  need  has  long  been  recognized. 

During  the  past  50  years  attempts  have  been  made  by  numerous 
private  companies  to  provide  all-risk  crop  insurance.  Without  ex- 
ception the  experience  of  these  companies  was  costly  and  they  were 
forced  to  withdraw  from  this  important  insurance  field.  iMajor  factors 
in  the  failure  of  those  attempts  by  private  companies  were  (1)  the  in- 
surance of  income  rather  than  loss  of  yield,  (2)  inadequate  data  for 
determining  the  degree  of  risk,  and  (3)  adverse  selectivity  of  insurance 
risks  through  late-season  sales.  Tliese  attempts  have  been  a useful 
source  of  information  and  also  emphasize  the  difficulties  in  developing 
a sound  crop  insurance  program. 
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Since  insurance  against  unavoidable  crop  disasters  was  not  other- 
wise available,  Congress  enacted  the  Federal  Crop  Insurance  Act  of 
1938.  This  act  provided  that  all-risk  crop  insurance  should  be  offered 
on  wheat  beginning  with  the  1939  crop  year  and  that  studies  should 
be  made  which  could  be  used  as  a basis  for  expanding  the  program  to 
additional  commodities.  In  1941  by  amendment  to  the  act,  Con- 
gress provided  that  cotton-crop  insurance  be  offered  on  a national 
basis  beginning  with  the  1942  crop.  The  Corporation  was  placed  in  a 
liquidating  status  by  appropriation  legislation  and  no  crops  were  in- 
sured in  the  calendar  year  1944. 

The  second  period  of  the  Corporation’s  activities  began  in  Decem- 
ber of  1944,  when  an  amendment  to  the  Federal  Crop  Insurance  Act 
authorized  the  Corporation  to  resume  writing  insurance  in  1945  on 
wheat  and  cotton  and  to  begin  writing  flax  insurance  nationally. 
This  amendment  also  authorized  the  writing  of  crop  insurance  on  other 
commodities  on  a limited  experimental  basis.  The  Corporation  has 
been  operating  under  this  amendment  during  the  past  fiscal  year. 

From  a modest  beginning  in  1939,  when  165,775  farms  in  the 
United  States  were  covered  with  Federal  crop  insurance,  this  program 
has  shown  a steady  growth  to  a total  of  539,777  crop -insurance  con- 
tracts with  farmers  covering  their  1947  wheat,  cotton,  flax,  tobacco, 
and  corn  crops.  Tobacco  and  corn  insurance  was  offered  in  only  a 
few  experimental  counties.  These  1947  contracts  represent  guaran- 
teed production  to  farmers  on  the  insured  crops  of  about  $500,000,000 
at  a premium  cost  of  approximately  $51,000,000. 

The  experience  gained  has  been  used  to  improve  the  basis  for 
insurance  on  all  crops.  The  Corporation’s  underwriting  experience 
has  varied  considerably  by  years  and  by  commodities.  The  variation 
between  years  is  inevitable  because  of  differing  weather  and  crop 
conditions.  However,  the  variation  between  commodities  is  to  a 
certain  degree  indicative  of  how  successfully  the  program  is  functioning 
on  the  different  commodities. 

Although  wheat-insurance  indemnities  exceeded  premiums  in  each 
of  the  first  5 years  of  operation,  this  trend  was  reversed  in  1945  and 
by  the  end  of  the  1947  crop  year  wheat-insurance  operations  for  the 
8 years  will  show  premiums  collected  almost  equal  to  indemnities 
paid.  This  premium  surplus  for  recent  years  reflects  not  only  good 
crop  conditions  but  also  improvements  that  have  been  made  in  the 
wheat-insurance  program. 

Cotton  insurance  has  shown  an  operating  deficit  each  year.  This 
deficit  through  1946  amounts  to  79  percent  of  the  operating  deficit 
for  all  commodities  combined.  The  cotton  losses  for  both  1945  and 
1946  were  unusually  heavy  due  principally  to  poor  crop  conditions. 

Flax-insurance  experience  for  the  2-year  period  1945-46  has  been 
favorable,  with  the  loss  in  commodity  units  amounting  to  72  percent 
of  the  premiums.  Tobacco  insurance  losses  amount  to  only  about  50 
percent  of  the  total  premiums,  and  corn  insurance  shows  a small 
operating  deficit  due  to  heavy  losses  in  the  first  year  of  the  2-year 
period  1945-46. 

The  past  fiscal  year  was  an  important  milestone  in  the  development 
of  all-risk  crop  insurance.  The  year  was  marked  by  several  major 
events,  some  of  which  sharply  affected  the  future  operations  of  the 
Corporation.  The  more  important  of  these  were:  (1)  Premium 
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balances  were  accumulated  on  wheat,  tobacco,  and  corn,  (2)  a slight 
loss  was  experienced  in  flax  with  substantial  losses  in  cotton,  (3)  the 
heavy  cotton  losses  exhausted  the  paid-in  capital  and  forced  the 
temporary  suspension  of  payment  of  cotton  indemnities,  and  (4)  new 
legislation  was  enacted  which  will  change  the  future  course  of  opera- 
tions of  the  Corporation.  These  events  are  discussed  in  detail  in 
the  following  sections. 

NEW  LEGISLATION  AND  ITS  EFFECT  ON  FUTURE  PROGRAMS 

Prior  legislation  provided  for  experimental  insurance  on  various 
commodities  for  a 3-year  period.  The  year  1947  ends  this  period 
for  tobacco  and  corn.  Because  of  tliis  and  the  continued  heavy  losses 
on  cotton,  the  Congress  in  the  spring  of  1947  reviewed  the  entire 
operations  of  the  Corporation.  Hearings  were  held  before  the  House 
and  Senate  committees  on  agriculture.  It  was  felt  that  the  crop- 
insurance  program  should  be  restricted.  It  was  also  felt,  however, 
that  the  program  should  be  extensive  enough  so  that  the  experience 
would  be  representative  of  the  problems  of  all  areas,  but  at  the  same 
time  restrictive  enough  so  that  the  cost  of  the  experience  would  not 
be  burdensome  to  the  Government.  The  views  of  the  House  com- 
mittee on  the  scale  of  operations  and  the  length  of  time  which  will 
be  required  to  develop  a sound  crop  insurance  program  were  rather 
clearly  set  forth  in  its  report  which  accompanied  the  amendment  to 
the  act.  This  report  reads  in  part  as  follows: 

* * * 'pjjg  committee  believes  it  should  be  recognized  that  the  development 

of  a sound  crop-insurance  program  covering  even  the  major  agricultural  commodi- 
ties on  a Nation-wide  basis  is  a long-time  project  that  may  well  take  years  in  its 
accomplishment.  * * * (joes  not  believe  that  this  can  be  accomplished 

overnight  nor  that  it  is  reasonable  to  expect  that  a half-dozen  crop  seasons  of 
experience  will  achieve  for  crop  insurance  what  it  took  other  forms  of  commodity 
insurance  many  years  of  trial  and  error  to  develop.  The  committee  is  convinced, 
however,  that  the  best  interests  of  farmers  themselves  will  be  most  truly  served 
if  the  Public  Treasury  is  protected  against  excessive  loss,  by  curtailment  of  the 
insurance  program  during  its  development  period  to  the  smallest  scale  consistent 
with  effective  experimentation,  and  expanding  it  later  only  when  experience  has 
indicated  that  a sound  insurance  plan  has  been  worked  out.  * * * 

In  accordance  with  the  foregoing,  the  Federal  Crop  Insurance  Act 
was  amended  in  July  1947,  and  the  entire  crop -insurance  program 
was  placed  on  an  experimental  basis.  The  amendment  provides 
that,  commencing  with  the  1948  crop  year,  crop  insurance  may  be 
offered  in  not  more  than  200  counties  in  the  case  of  wheat,  56  counties 
in  cotton,  50  counties  each  in  corn  and  flax,  and  35  counties  in  tobacco. 
Crop  insurance  may  also  be  offered  beginning  with  the  1948  crop 
year  on  two  additional  commodities  in  not  to  exceed  20  counties 
each.  Other  new  commodities  may  be  added  commencing  in  1949 
on  not  to  exceed  three  commodities  per  year. 

The  counties  selected  in  each  case  are  to  be  representative  of  the 
several  areas  where  the  agricultural  commodity  insured  is  normally 
produced  except  that  insurance  is  not  to  be  provided  in  those  counties 
where  the  income  from  the  insurable  crop  constitutes  an  linirnportant 
part  of  the  total  agilculturol  income.  To  offer  insurance  in  areas 
where  the  insurable  commodity  is  of  minor  importance  serves  but 
little  useful  purpose  to  the  farmer  inasmuch  as  he  would  have  pro- 
tection on  only  a small  part  of  his  farming  operations.  At  the  same 
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time,  considerable  savings  in  administrative  costs  can  be  effected  by 
not  offering  crop  insurance  in  those  areas  until  insurance  on  the  major 
crop  produced  in  those  areas  is  offered. 

The  new  amendment  provides  a greater  degree  of  flexibility  for 
experimentation  in  developing  a sound  and  workable  basis  of  insur- 
ance. It  provides  that  insurance  may  be  offered  under  any  plan  or 
plans  provided  sufficient  actuarial  data  are  available.  However, 
it  also  provides  that  insurance  against  loss  of  yield  cannot  cover 
more  than  75  percent  of  the  recorded  or  appraised  average  yield  for 
the  farm.  If  75  percent  of  the  average  yield  represents  generally 
more  protection  than  the  investment  in  the  crop  in  the  area,  this 
maximum  percentage  is  to  be  reduced  so  as  to  more  nearly  reflect 
the  investment  in  the  crop  in  the  area.  This  secondary  limitation 
applies  to  an  area  generally  and  the  percent  does  not  vary  from  farm 
to  farm  within  an  area.  The  purpose  of  this  is  to  avoid  over-insurance 
and  at  the  same  time  to  afford  protection  equal  to  approximately  the 
investment  in  the  crop. 

Prior  legislation  provided  that  insurance  on  wheat,  cotton,  and 
flax,  the  commodities  insured  nationally,  could  be  only  against  loss 
of  yield.  The  maximum  coverage  was  75  percent  of  the  farm  aver- 
age yield  but  there  was  no  secondary  limitation.  For  trial  insurance 
on  tobacco  and  corn,  prior  legislation  provided  that  insurance  could 
be  based  on  either  of  two  plans.  One  was  not  to  exceed  75  percent 
of  the  farm  average  yield  and  the  other  was  not  to  exceed  75  percent 
of  the  investment  in  the  crop. 

Under  the  new  amendment,  insurance  cannot  be  provided  in  any 
county  unless  written  applications  filed,  together  with  contracts  in 
force,  cover  200  farms  or  one-third  of  the  farms  normally  producing 
the  agricultural  commodity,  whichever  is  the  smaller.  This  mini- 
mum applies  to  each  commodity  separately  where  2 or  more  com- 
modities may  be  insured  in  any  county.  Prior  legislation  required  a 
minimum  of  the  smaller  of  50  farms  or  one-third  of  the  farms  normally 
producing  the  insurable  commodities,  and  this  minimum  applied  to 
all  commodities  combined.  The  reason  for  increasing  this  minimum 
from  50  to  200  is  twofold.  The  primary  reason  is  that  a larger  and 
presumably  a more  representative  group  of  producers  may  be  insured, 
thus  resulting  in  less  selectivity.  The  secondary  reason  involves  the 
interest  of  farmers  in  insurance  and  the  advisability  of  expending 
administrative  costs  in  counties  where  less  than  200  farms  are  covered 
by  insurance. 

In  an  attempt  to  encourage  private  industry  to  re-enter  the  field  of 
all-risk  crop  insurance,  the  new  amendment  includes  a provision 
whereby  the  Corporation  may  reinsure  private  insurance  companies 
which  insure  producers  of  agricultural  commodities  under  contracts 
acceptable  to  the  Corporation.  In  line  with  the  over-all  restriction 
on  the  number  of  counties,  reinsurance  is  limited  to  20  counties  selected 
by  the  Board  of  Directors  of  the  Corporation. 

The  amendment  permits  the  Corporation  to  compute  the  cash 
equivalent  of  premiums  and  indemnities  on  the  basis  of  the  parity 
or  comparable  prices  for  the  commodity  as  determined  and  published 
by  the  Secretary  of  Agriculture.  This  will  permit  the  establishment 
of  a commodity  price  before  the  insurance  is  sold.  Where  this  is 
done,  insurance  can  be  sold  on  the  basis  of  a premium  rate  quoted 
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in  terms  of  dollars.  Its  use  will  also  preclude  the  necessity  of  carrying 
premium  reserves  in  commodity  units  rather  than  dollars  for  yield 
insurance.  These  commodity  operations  have  been  rather  expensive 
in  prior  years. 

Several  management  and  administrative  changes  are  included  in  the 
new  amendment.  The  Board  will  now  be  composed  of  five  members 
appointed  by  the  Secretary  of  Agriculture.  Three  of  the  members 
will  be  employees  of  the  Department  of  AgTiculture  and  the  two  other 
members  will  be  persons  experienced  in  the  insurance  business  who 
are  not  otherwise  employed  by  the  Government.  The  Manager  of  the 
Corporation  will  be  one  of  the  three  members  of  the  Board  of  Direc- 
tors employed  by  the  Department.  The  Board  will  be  appointed  by 
and  hold  office  at  the  pleasure  of  the  Secretary  of  Agriculture.  Pre- 
viously, the  Board  was  composed  of  three  members,  all  of  whom 
were  employees  of  the  Department.  Another  change  in  adminis- 
tration is  that  the  employees  or  agencies  responsible  for  adminis'L”- 
ing  the  prognam  in  each  county  are  to  be  selected  and  designated  by 
the  Corporation  and  shall  be  responsible  directly  to  the  Corporation. 

Under  the  foregoing  legislative  changes  the  Federal  Crop  Insurance 
Corporation  in  1948  will  retreat  from  operating  a program  on  a national 
basis  to  operating  on  a restricted  basis.  This  change  m operations 
will  enable  the  Corporation  to  concentrate  its  efforts  on  further 
developing  a sound  all-risk  crop  insurance  program. 

CROP  INSURANCE  EXPERIENCE  FOR  THE  FISCAL  YEAR  1947 

The  fiscal  year  ends  about  the  middle  of  the  growing  season  for  most 
commodities.  Inasmuch  as  insurance  ordinarily  covers  a crop  from 
the  time  it  is  planted  until  it  is  harvested,  the  operations  of  the 
Corporation  durmg  a fiscal  year  consist  of  completing  1 year’s  busmess 
and  beginning  another.  Consequent^,  during  the  fiscal  year  covered 
by  this  report,  losses  were  adjusted  on  the  1946  crop,  new  business 
was  written,  and  all  contracts  in  force  were  serviced  through  June 
30  of  the  1947  growing  season. 

WHEAT-CROP  INSURANCE 

Wheat-crop  insurance  provided  a guaranteed  yield  in  any  one  of 
several  amounts  depending  on  the  needs  and  desires  of  the  farmer. 
Two  basic  levels  of  coverage  offered  a maximum  protection  of  50 
percent  and  75  percent  of  the  average  yield  per  acre  for  the  farm.  A 
pai’tial-insurance  feature  was  also  provided,  under  which  a farmer 
could  obtain  a part  of  the  protection  afforded  in  either  of  the  two  basic 
coverages.  The  amount  of  protection  was  arranged  in  progressive 
stages  resulting  in  protection  to  the  farmer  which  paralleled  his  invest- 
ment in  the  crop.  Thus,  on  wheat  acreage  destroyed  and  seeded  to  a 
substitute  crop  after  a release  of  the  acreage  by  the  Corporation,  the 
maximum  indemnity  payable  was  50  percent  of  the  coverage.  On 
any  other  insured  wheat  which  was  not  harvested,  the  maximum 
amount  of  indemnity,  with  a few  exceptions,  was  80  percent  of  the 
coverage.  The  full  coverage  applied  only  to  harvested  acreage. 

Both  coverages  and  premiums  were  stated  in  bushels  of  wheat  but 
for  payment  pin  poses  the  premiums  and  indemnities  were  converted 
to  dollars.  The  conversion  price  used  for  computing  the  dollar 
amount  of  the  premium  was  generally  the  price  of  wheat  per  bushel 
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on  the  day  the  premium  was  due,  normally  about  harvest  time.  The 
conversion  price  for  indemnities  was  generally  the  price  per  bushel 
for  the  day  the  settlement  was  made.  The  contract  provided  all-risk 
insurance  against  unavoidable  causes  and  generally  included  the 
period  from  the  time  the  wheat  vvas  seeded  till  it  was  threshed.  The 
contract  was  written  on  a 3-year  basis,  which  prevented  a producer 
from  insuring  in  years  when  crop  prospects  were  good  and  not  insuring 
when  prospects  were  poor.  The  contract  covered  all  the  wheat  seeded 
by  the  insured  in  the  county,  which  prevented  the  insurance  only  of 
specific  farms  on  which  the  probability  of  loss  may  have  been  greater. 
An  assignment  of  the  contract  as  collateral  could  be  made  by  the 
insured. 

Since  Federal  wheat-crop  insurance  was  against  loss  of  yield,  it  was 
necessary  to  establish  farm-average  yields.  Such  yields  were  for  a 
representative  period  of  years  and  have  been  based  on  actual  acreage 
and  production  records  where  such  records  were  available.  Where 
records  of  the  actual  acreage  and  production  were  not  available  the 
average  yield  has  been  appraised,  based  on  the  actual  yield  for  a 
similar  farm.  In  recent  years,  farm  yield  data  have  not  been  obtained, 
which  further  reduced  the  value  of  the  individual  farm  yield  data. 
In  addition,  the  operation  of  establishing  individual  farm  yields  has 
been  quite  costly.  Consequently,  there  has  been  a trend  toward 
establishing  farm  yields  by  grouping  farms  of  like  productivity  where 
wheat  was  grown  under  the  same  conditions.  This  has  led  to  the 
“area  plan”  of  insurance  which  was  adopted  during  1947  in  a few 
counties  in  the  spring-wheat  States.  Under  this  plan  a county  was 
mapped  and  all  land  of  simnlar  productivity  constituted  an  area. 
Every  farm  in  each  area  had  the  same  coverage  and  the  same  premium 
rate.  It  is  not  yet  known  what  the  experience  will  be  under  this  plan 
but  it  is  expected  that  the  area  plan  will  be  expanded  because  of  the 
inadequacy  of  farm  yield  data  for  individual  farms. 

For  1946  there  were  305,428  wheat  contracts  in  force.  The  loss 
experience  on  these  contracts  was  favorable,  partly  because  of  gener- 
ally good  growing  weather  and  crop  conditions.  Premiums  amounted 
to  9,226,361  bushels  of  wheat  while  indemnities  of  5,362,433  bushels 
were  paid  to  farmers,  leaving  a surplus  of  3,858,928  bushels.  The  losses 
amounted  to  58  percent  of  the  premiums.  This  insurance  experience 
is  shown  in  table  1 by  States  and  table  6 for  the  United  States. 

Crop  insurance  losses  are  not  always  low  when  over- all  crop  condi- 
tions are  good,  and  high  when  over- ail  conditions  are  poor.  Uniform- 
ity of  crop  production  is  an  important  factor  influencing  the  amount 
of  loss.  Even  in  good  crop  years,  losses  in  isolated  areas  often  take 
heavy  tolls,  such  as  those  caused  in  1946  by  Hessian  fly  damage  to 
wheat  in  a few  of  the  Midwestern  States. 

On  the  1947  wheat  crop  there  were  360,408  wheat  contracts  in  force 
in  1,509  counties,  which  was  approximately  an  18  percent  increase 
over  1946.  This  included  a large  number  of  3-year  contracts  carried 
over  from  the  last  2 years.  During  1947,  the  increase  in  participation 
was  quite  general  and  did  not  materially  change  the  pattern  of  distri- 
bution from  prior  years.  Hovrever,  several  States  including  North 
Dakota,  Montana,  Minnesota,  Idaho,  Colorado,  Texas,  Indiana,  and 
Ohio  showed  significant  increases. 

763887 — 47 2 


Table  1. — Wheat  crop  insurance  experience,  by  States,  1945  ^-47 
[As  of  June  30,  1947] 
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2 The  number  of  farms  is  larger  than  the  number  of  contracts  because  a farmer’s  contract  generally  includes  all  the  farms  in  which  he 
has  an  insurable  interest  in  the  county.  The  figure  representing  number  of  farms  includes  duplication  where  both  landlord  and  tenant  are 
insured.  The  number  of  contracts  on  which  a premium  is  earned  is  usually  less  than  the  number  of  contracts  in  force  because  farmers  in 
gome  years  do  not  plant  any  acreage  of  the  commodity  on  which  they  have  insurance. 
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Of  all  the  wheat  farms  in  the  United  States,  29  percent  were 
insured  in  1947,  compared  with  24  percent  in  1946.  While  most  of 
the  contracts  were  located  east  of  the  Plains  States,  most  of  the  in- 
sured wheat  acreage  was  located  in  the  Plains  States  and  States  west 
thereof,  as  a result  of  the  larger  wheat  acreage  per  farm  in  those  areas. 
The  location  of  the  insured  wheat  acreage  is  shown  in  figure  1. 

At  this  Wilting,  the  settlement  of  loss  claims  has  not  progressed 
sufficiently  to  provide  the  basis  for  an  accurate  estimate  of  the  1947 
losses.  Early  indications,  however,  lead  us  to  believe  that  the  losses 
will  again  be  substantially  less  than  the  premiums.  The  wheat 
premiums  for  this  year  are  approximately  10,000,000  bushels. 

As  pointed  out  earlier  in  this  report,  during  the  first  years  of  the 
program  the  wheat  indemnities  exceeded  the  premium  collections. 
In  1945,  however,  only  44  percent  of  the  premiums  were  needed  to 
settle  indemnities,  whereas  in  1946  only  58  percent  of  the  premiums 
were  needed.  If  1947  expectations  are  borne  out,  this  will  be  the 
third  consecutive  year  in  which  wheat  reserves  will  be  accumulated, 
indicating  that  the  wheat  program  is  on  a relatively  sound  basis. 

COTTON-CROP  INSURANCE 

Cotton-crop  insurance  provided  producers  with  protection  against 
loss  of  yield  of  lint  cotton  due  to  unavoidable  causes.  Protection 
against  loss  of  cottonseed  could  also  be  obtained  at  the  option  of  the 
producer  by  increasing  the  premium  and  the  indemnity  by  20  percent. 
Both  the  amount  of  protection  and  the  premium  rate  were  expressed 
in  pounds  of  cotton.  However,  the  premium  was  later  converted  to 
dollars  for  payment  purposes.  The  premium  rate  was  generally  a 
flat  rate  established  for  the  county  or  area  with  a higher  rate  for  farms 
where  the  possibility  of  loss  was  greater  than  the  average  for  the 
county. 

The  insured  could  select  any  one  of  several  levels  of  coverage  against 
loss  in  yield  of  lint  cotton.  Under  an}"  level  of  coverage  the  protection 
was  relatively  low  in  the  early  stages  of  production  and  increased  as 
the  season  progressed  and  additional  costs  were  incurred.  In  general, 
the  loss,  if  any,  was  the  amount  of  coverage  less  any  production  either 
harvested  or  unharvested.  In  cotton  a continuous  contract  was 
executed  which  remained  in  force  indefinitely  until  canceled  by  either 
the  insured  or  the  Corporation.  Assignment  against  the  contract 
could  be  made  as  collateral  for  a loan. 

The  crop  yeai  1946  was  one  of  heavy  losses  on  cotton.  Indemnities 
totaling  149,403,645  pounds  of  cotton  were  paid  while  premiums  of 
43,246,125  pounds  were  collected.  Thus  the  losses  amounted  to  345 
percent  of  the  premiums.  Although  this  residted  in  helping  the  cotton 
farmers,  the  financial  impact  on  the  Corporaticn  was  severe.  As 
pointed  out  earlier  in  this  report,  the  cotton  indemnities  exhausted 
not  only  the  premiums  but  also  the  paid-in  capital.  It  was  therefore 
necessary  to  suspend  payment  of  the  1946  cotton  indemnities  until 
funds  were  appropriated  by  Congress  for  additional  capital.  Pay- 
ments were  suspended  for  a 65-da}^  period  beginning  in  Alarch  1947. 

The  loss  exjjerience  on  cotton  by  States  is  shown  in  table  2 while  the 
United  States  summary  is  shown  in  table  6.  The  location  of  the 
1946  cotton  losses  is  shown  in  figure  2.  The  primary  causes  of  loss 
were  poor  growing  weather  and  crop  conditions  which  resulted  in  the 
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Figuee  1. — Location  and  general  distribution  of  insured  wheat  acreage  in  1947. 


Table  2. — Cotton  crop  insurance  experience,  by  States,  1945-47 
[As  of  June  30,  1947] 
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Figure  2.— Location  of  insured  cotton  losses  in  1946,  Total  losses  amounted  to  149,403,645  pounds. 
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lowest  average  yield  per  acre  since  the  last  drought  year  of  1936. 
It  will  be  observed  from  figure  2 that  the  heavy  losses  occurred  in  three 
major  cotton  producing  areas.  One  of  these  areas  was  the  Plains 
area  of  Texas,  where  the  principal  cause  of  loss  was  drought.  The 
two  other  areas  were  eastern  Texas  and  the  Alississippi  River  Delta 
area  in  which  the  outstanding  causes  of  loss  were  excessive  rains, 
flood,  and  boll-weevil  infestation. 

A secondary  factor  contributing  to  the  heavy  cotton  losses  was  the 
provisions  of  the  insurance  contract.  Although  the  1946  cotton  crop 
insurance  contract  was  much  more  conservative  than  in  earlier  3^ears, 
it  is  now  apparent  that  the  improvements  in  this  dhection  were  not 
sufficient  to  place  cotton  insm^ance  on  a sound  operating  basis. 

It  became  evident  in  1946  that  the  coverage  in  the  earlier  stages  of 
production  was  high  enough  to  provide  a profit.  Such  a situation, 
combined  with  adverse  weather  conditions,  frequently  made  it  more 
profitable  to  have  a crop  loss  than  to  produce  a crop.  This  was  particu- 
larly true  in  areas  where  another  crop  could  be  planted  on  destroyed 
cotton  acreage  after  the  Corporation  had  settled  the  loss.  It  also 
became  evident  in  1946  that  the  final  date  for  filing  applications  for 
insm’ance  was  late  enough  that  producers  in  some  areas  had  a reason- 
ably accurate  indication  of  the  prospects  of  producing  a normal  crop. 
Under  such  conditions,  a relatively  large  number  of  producers  applied 
for  insurance  in  areas  where  prospects  were  poor. 

In  1947  added  emphasis  was  placed  on  changes  in  the  prognam  which 
would  place  cotton  insurance  on  a sounder  operating  basis.  One  of 
the  more  important  changes  was  the  further  lowering  of  the  coverage 
for  the  early  stages  of  production.  For  example,  a farm  with  an  aver- 
age yield  of  250  pounds  per  acre  now  has  a coverage  of  47  pounds  for 
the  earliest  stage  of  production,  whereas  the  corresponding  coverage 
for  1946  was  75  pounds.  Likewise  the  coverage  was  lowered  for  other 
stages  up  to  harvesttime.  For  harvested  acreage  the  1947  protection 
was  increased  somewhat.  This  provided  an  incentive  for  farmers  to 
carry  the  crop  through  to  completion  of  the  harvest. 

The  second  change  was  the  establishment  of  earlier  closing  dates  for 
the  filing  of  applications  for  insurance.  These  closing  dates  have  been 
advanced  substantially  in  all  areas  where  the  prospects  of  producing 
a crop  are  indicated  earlj^  in  the  season  and  to  a lesser  extent  in  all 
other  areas.  Advancing  of  the  closing  dates  had  the  effect  of  reducing 
adverse  selectivity  by  requiring  producers  to  decide  well  ahead  of 
planting  time  whether  or  not  they  would  insiu'e  their  crop. 

A third  change  was  a general  increase  in  premium  rates  under  the 
1947  program.  These  increases  in  part  reflect  past  loss  experience 
and  should  contribute  to  a more  favorable  balance  over  the  entire 
Cotton  Belt  between  premium  collections  and  indemnity  pa^^ments. 
Another  change  was  the  classification  of  farms  with  about  the  same 
productivity  into  groups  with  each  group  having  the  same  amount  of 
protection.  Still  another  change  concerned  the  price  which  was  used 
to  establish  the  monetary  amount  of  premiums  and  indemnities.  In 
prior  years,  the  monetary  amount  of  premiums  was  based  on  the  mar- 
ket price  for  the  day  the  premium  was  due  while  the  monetary  amount 
of  indemnities  was  based  on  the  market  price  when  the  loss  was  paid. 
For  1947,  however,  a single  fixed  price  was  used  to  establish  the  mone- 
tary amount  of  both  premiums  and  indemnities.  This  price  was 
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based  on  90  percent  of  the  net  average  price  per  pound  for  the  month 
of  July  on  the  10  spot  cotton  markets. 

These  changes  which  were  designed  to  place  cotton  insurance  on  a 
sounder  basis  had  little  effect  on  the  producer’s  acceptance  of  the 
contract.  In  1947  cotton-insurance  contracts  in  force  numbered 
122,212,  an  increase  of  approximately  7 percent  over  the  past  year. 
These  contracts  represented  crop-insurance  protection  on  over  eleven 
percent  of  the  cotton  farms  and  total  premiums  of  approximately 
52,000,000  pounds. 

A more  even  distribution  of  participation  was  evident  this  year. 
Although  the  number  of  contracts  in  Texas  and  Oklahoma  showed  a 
substantial  decrease,  sizable  increases  were  recorded  in  Mississippi, 
Louisiana,  and  Alabama.  The  relatively  low  participation  in  the 
cotton  program  can  be  attributed  to  a number  of  factors.  Cotton 
producers  as  a whole  are  not  as  insurance-minded  as  producers  of 
many  other  commodities.  The  delay  in  settlement  of  1946  cotton 
indemnities  due  to  a temporary  shortage  of  funds  reduced  sales  sharply 
in  many  States.  The  cotton  program  also  is  a newer  program  and  the 
sales  effort  has  been  neither  as  vigorous  nor  as  effective  as  that  for 
other  commodities.  The  location  of  the  insured  cotton  acreage  is 
shown  in  figure  3,  page  22. 

A number  of  factors  combined  make  it  possible  to  view  the  1947 
cotton  program  with  more  optimism.  One  is  that  the  growing  season 
this  year  has  been  more  favorable,  which  has  resulted  in  only  22,000 
acres  of  cotton  being  released  up  to  the  time  of  harvest  as  compared 
with  over  1,000,000  acres  in  1946.  A second  factor  is  a better  dis- 
tribution of  participation  this  year,  combined  with  a more  conserva- 
tive contract. 

FLAX-CROP  INSURANCE 

Flax-crop  insurance  was  written  on  the  basis  of  an  annual  contract. 
The  insurance  was  against  loss  of  yield  of  flaxseed;  flax  fiber  was  not 
insured.  Both  the  amount  of  coverage  and  the  premium  rate  were 
expressed  in  bushels  but  the  premium  was  later  converted  to  dollars 
for  purposes  of  payment.  The  farmer  had  a choice  of  coverage,  which 
was  either  50  percent  or  75  percent  of  the  farm  average  yield.  As  in 
other  commodities  the  protection  increased  as  the  crop  progressed. 
On  any  acreage  of  flax  destroyed  and  seeded  to  a substitute  crop  after 
a release  of  acreage  by  the  Corporation,  the  maximum  piotection  was 
one-half  of  the  full  coverage  for  such  acreage.  On  any  other  insured 
acreage  of  flax  not  harvested,  the  maximum  protection  was  80  percent 
of  the  full  coverage.  For  any  acreage  harvested,  the  full  coverage 
applied. 

The  flax  contract  provided  all-risk  crop  insurance  against  unavoid- 
able causes  and  included  the  period  from  the  time  the  flax  was  seeded 
till  it  was  threshed.  Settlements  of  loss  were  made  in  the  form  of 
certificates  of  indemnity  which  could  be  converted  to  cash  by  the 
insured  producer.  An  assignment  could  be  made  by  the  insured 
against  his  right  to  an  indemnity  under  the  contract. 

During  1946  there  were  10,412  flax-insurance  contracts  in  force. 
The  total  premiums  amounted  to  173,132  bushels,  while  indemnities 
of  183,918  bushels  were  paid  on  loss  claims.  Thus,  on  a commodity 
basis,  the  losses  equalled  106  percent  of  the  premiums.  The  losses 


Table  3. — Flax  crop  insurance  experience,  by  States,  1945-47 
[As  of  June  30,  1947] 
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Figure  3. — Location  of  insured  cotton  and  flax  acreage  in  1947.  A small  acreage  of  insured  flax  located  in  California 

and  Texas  is  not  included  in  this  figure. 
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were  mainly  due  to  abandonment  of  acreage  caused  by  damaging 
freezes  and  also  to  many  spot  losses.  The  year  1946  was  the  second 
year  of  insurance  on  flax.  The  losses  for  1945  were  59  percent  of  the 
premiums.  For  the  2 years  combined  there  was  a premium  balance 
of  28  percent  of  the  total  premium  bushels. 

The  1946  flax  insurance  experience  is  shown  in  table  3 by  States 
and  in  table  6 for  the  United  States.  It  will  be  noted  from  table  6 
that  these  losses  were  relatively  higher  on  a monetary  basis  than  a 
commodity  basis.  This  was  due  to  a sharp  increase  in  the  market 
price  of  flax  between  the  time. the  premiums  in  bushels  were  converted 
to  dollars  and  the  time  the  dollar  value  of  indemnities  was  established. 
This  price  increase  was  due  to  removal  of  the  price  ceiling  applicable 
to  flaxseed  and  the  critical  shortage  of  flax  which  existed  at  that  time. 
Ordinarily  losses  due  to  price  changes  occurring  between  the  time 
premiums  are  converted  to  dollars  and  the  time  the  amount  of  the 
indemnity  is  established  are  avoided  by  purchasing  a quantity  of  the 
■commodity  at  the  time  the  premiums  become  due  and  selling  the 
commodity  as  indemnities  are  paid.  This  operation  preserves  gen- 
erally the  same  relationship  in  dollars  as  in  commodity  units.  How- 
ever, the  critical  shortage  of  flax  in  1946  made  it  impossible  for  the 
Corporation  to  buy  flaxseed  for  this  operation.  This  resulted  in  a loss 
in  dollars  not  caused  from  insurance  operations  but  from  price  rise 
solely. 

In  1947  there  were  35,613  flax  insurance  contracts  in  force.  This 
was  a substantial  increase  over  the  amount  of  flax  insurance  for  1946 
and  a moderate  increase  over  1945.  The  amount  of  flax  insurance  in 
these  3 years  has  shown  a rather  close  relationship  with  the  total 
flax  acreage  seeded  and  the  general  interest  of  farmers  in  the  crop. 
In  1945,  when  over  31,000  contracts  were  in  force,  there  was  consider- 
able emphasis  by  the  Government,  including  an  incentive  payment 
of  $5  per  acre,  on  expanding  the  flax  acreage  for  war  needs.  In  the 
absence  of  the  incentive  payments  for  1946,  the  total  flax  acreage 
seeded  and  the  amount  of  insurance  in  force  both  declined  materially. 
However,  with  renewed  interest  in  flax  for  1947,  due  to  a much  higher 
price,  the  total  acreage  seeded  and  the  amount  of  insurance  in  force 
have  both  increased  again.  An  intensive  sales  campaign  in  1947  was 
also  a factor  in  the  increased  number  of  flax  contracts. 

The  number  of  flax  contracts  in  force  for  1947  is  shown  in  table  3 
by  States  and  table  6 for  the  United  States.  The  location  of  the  in- 
sured flax  acreage  is  shown  in  figure  3.  The  total  premiums  on  this 
business  was  approximately  691,000  bushels.  At  this  time  the  amount 
of  losses  on  the  1947  crop  is  not  known,  but  based  on  weather  and 
crop  conditions  to  date  and  estimates  made  by  the  Corporation’s 
field  organization,  it  is  expected  that  the  loss  experience  will  be 
better  than  for  1946. 

EXPERIMENTAL  CROP  INSURANCE 

The  history  of  all  insurance,  whether  it  be  property,  life  or  any  other 
kind,  contains  many  stories  of  success  and  failure.  A great  deal  of  the 
refinement  in  the  insurance  business  today  can  be  attributed  to  years 
of  experience — years  in  which  the  more  successful  institutions  have 
benefited  not  only  from  their  own  experience  but  also  from  the  bitter 
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experience  of  then  predecessors.  The  trial-and-error  method  has 
played  a big  part  in  the  development  of  insurance  as  it  is  today.  Crop 
insurance  is  no  exception,  other  than  it  contains  more  complex 
problems  than  other  types  of  insurance. 

The  approach  to  crop  insurance  on  a Nation-wide  basis  through 
experimentation  in  a few  representative  counties  and  a gradual  ex- 
pansion is  proving  to  be  sound  and  practical.  The  contingent  liability 
assumed  in  the  early  stages  is  relatively  small  when  compared  with 
that  assumed  on  comxmodities  insured  on  a national  basis,  and  early 
errors  can  be  corrected  at  a minimum  of  expense.  The  acceptability  of 
the  insurance  plans  tried  can  also  be  tested  and  changes  made  which 
will  make  the  contracts  more  desirable  from  the  producer’s  standpoint. 

Congress  apparently  recognized  the  foregoing  when  it  provided  in 
1944  for  experimental  insurance  on  a limited  scale.  Under  this  pro- 
vision, insurance  on  corn  and  tobacco  has  been  tried  in  a few  counties 
beginning  with  the  1945  crop  year.  This  short  period  has  borne  out 
the  advantages  of  the  experimental  approach  in  developing  crop 
insurance.  Many  lessons  have  been  learned  and  much  information 
secured  which  could  never  have  been  obtained  through  research  and 
study  alone.  The  cost  of  this  development  has  been  small.  In  fact 
the  total  premiums  on  corn  and  tobacco  substantially  exceeded  the 
indemnities  at  tiie  end  of  the  1946  crop  year.  At  this  witing,  an 
accurate  estimate  of  the  results  of  1947  operations  cannot  be  made. 

Prior  to  the  recent  amendment  to  the  Federal  Crop  Insurance  Act, 
legislation  limited  experimental  insurance  on  each  commodity  to  a 
period  of  3 years  and  to  20  counties.  The  amendment  removed  the 
3-year  limitation.  As  pointed  out  earlier  in  this  report,  it  also 
increased  the  number  of  counties  beginning  in  1948.  This  increase 
is  to  35  in  the  case  of  tobacco  and  50  in  corn. 

TOBACCO  EXPERIENCE 

Crop  insui’ance  on  tobacco  was  first  tried  in  13  counties  in  1945  and 
the  following  year  expanded  to  19  counties.  The  program  was  con- 
tinued in  ail  19  counties  in  1947.  The  counties  were  selected  as 
representative  of  the  different  producing  areas  and  were  located  as 
follows:  7 in  the  Flue-cured  Belt,  8 in  the  Burley  Belt,  1 in  the  Mary- 
land Belt,  and  3 in  the  several  cigar-tobacco-producing  districts. 
Insurance  on  dark  air-cured  tobacco  w^as  offered,  in  addition  to  burley 
insurance,  in  one  of  the  counties  in  the  Burley  Belt,  while  fire-cured 
tobacco  insurance  was  offered  in  another. 

Two  plans  of  tobacco-crop  insurance  have  been  tried.  One  was 
known  as  yield-quality  insmance  and  the  other  as  investment  insiu*- 
ance.  The  yield-quality  plan  differed  from  the  yield  plan  used  in 
wheat,  cotton,  and  flax  in  that  it  provided  for  insurance  of  quality  as 
well  as  yield.  The  quality  feature  was  included  in  tobacco  because 
of  the  important  effect  of  this  factor  on  the  income  from  the  crop. 
The  protection  offered  under  this  plan  was  a dollar  amount  determined 
at  the  end  of  the  season.  It  was  based  on  not  to  exceed  75  percent 
of  the  long-time  average  yield  for  the  farm  and  a representative  price 
for  tobacco  in  the  year  of  insurance,  as  adjusted  upward  or  downward 
to  reflect  the  experience  on  the  farm  over  a period  of  years  in  selling 
tobacco  at  prices  above  or  below  the  market  average.  The  loss,  if 
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any,  was  determined  at  the  end  of  the  crop  year.  The  yield-quality 
plan  of  insurance  was  very  popular  with  producers,  comprising  approx- 
imately 85  percent  of  all  tobacco  insurance  sold. 

The  coverage  under  the  investment  plan  of  insurance  was  also 
stated  in  dollars  and  could  not  exceed  75  percent  of  the  investment  in 
the  crop.  Under  present  costs  and  prices  the  investment  type  of 
insurance  represented  about  two-thirds  of  the  coverage  which  could 
be  secured  through  the  yield-quality  type.  Only  about  15  percent  of 
the  insured  tobacco  producers  selected  this  plan. 

The  tobacco-crop  insurance  program  has  been  rather  well  accepted 
by  producers.  There  were  14,676  contracts  written  in  the  19  counties 
in  1947,  a 6 percent  increase  above  the  13,842  contracts  in  force  in  the 
same  counties  in  1946.  These  contracts  in  1947  represented  33  per- 
cent of  the  farms  producing  tobacco  in  these  counties. 

Good  weather  and  favorable  crop  conditions  in  1946  resulted  in 
favorable  loss  experience  under  the  tobacco  insurance  contracts.  This 
was  the  second  year  of  favorable  experience  in  tobacco  insurance  and 
for  the  2 years,  1945  and  1946  combined,  the  losses  amounted  to  only 
46  percent  of  the  premiums.  However,  as  a result  of  the  late  market- 
ing in  three  of  the  counties,  final  settlement  of  all  1946  indemnities 
had  not  been  made  at  the  end  of  the  1947  fiscal  year.  It  is  expected 
that,  on  the  basis  of  information  now  available,  the  losses  for  the 
2-year  period,  1945  and  1946,  will  equal  approximately  one-half  of 
the  premiums.  The  details  of  this  experience  are  shown  in  table  4 
for  individual  counties  and  in  table  6 for  the  19  counties  combined. 

The  tobacco  loss  experience  has  been  more  favorable  on  investment 
insurance  than  on  yield-quality  insurance.  This  does  not  indicate 
that  the  investment  plan  is  a sounder  plan  of  insurance.  Investment 
insurance,  being  a more  conservative  lower  coverage  contract,  should 
show  less  loss  in  good  crop  years  such  as  1945  and  1946,  because  the 
production  on  more  farms  will  generally  exceed  the  coverage. 

The  short  period  of  trial  insurance  on  tobacco  is  too  brief  to  be  con- 
clusive. However,  the  general  acceptance  of  the  program  by  tobacco 
growers,  combined  with  the  satisfactory  manner  in  which  the  program 
has  operated,  and  the  fact  that  to  date  premiums  have  substantially 
exceeded  indemnities,  indicate  that  tobacco  insurance  has  developed 
rather  successfully.  Apparently  Congress  recognized  this  indication 
in  providing  for  an  expansion  of  tobacco  insurance  to  additional  coun- 
ties beginning  in  1948. 

CORN  EXPERIENCE 

Corn-crop  insurance  was  offered  on  a trial  basis  in  1945  in  15  coun- 
ties and  expanded  to  19  counties  in  1946.  It  was  available  in  the  same 
19  counties  in  1947.  The  counties  selected  were  representative  of 
the  various  producing  areas.  In  the  selection  of  counties,  considera- 
tion was  given  to  the  types  of  farming  practices  followed,  acres  de- 
voted to  the  commodity  and  the  importance  of  corn  to  individual 
farmers  in  relation  to  other  commodities  grown,  size  of  the  farms, 
variation  in  the  production  risks,  types  of  soil,  and  the  indicated  in- 
terest of  growers  in  crop  insurance.  The  geographical  location  of  the 
trial  corn  counties  during  1946  and  1947  was:  14  counties  spread 
throughout  the  Corn  Belt,  2 in  the  Eastern  States,  and  3 in  the  South- 
ern States. 


Table  4. — Tobacco  trial  croj^  insurance  experience,  by  counties,  1946~47 

[As  of  June  30,  1947] 

Yield-Quality  Insurance 
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^ The  number  of  farms  is  larger  than  the  number  of  contracts  because  a farmer’s  contract  generally  includes  all  the  farms  in  which  he 
has  an  insurable  interest  in  the  county.  The  figure  representing  number  of  farms  includes  duplication  where  both  landlord  and  tenant  are 
insured.  The  number  of  contracts  on  which  a premium  is  earned  is  usually  less  than  the  number  of  contracts  in  force  because  farmers  in 
some  years  do  not  plant  any  acreage  of  tobacco. 

2 Data  for  1946  in  process  of  being  tabulated. 
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Two  plans  of  corn-crop  insurance,  yield  and  investment,  were  tried. 
The  yield  plan  insured  against  loss  of  yield,  as  in  wheat,  cotton,  and 
flax,  with  the  amount  of  protection  not  exceeding  75  percent  of  the 
farm’s  average  yield.  A modified  type  of  yield  insurance  was  offered 
in  a few  counties.  It  was  a plan  whereby  a predetermined  price  per 
bushel  was  used  in  computing  the  value  of  both  the  premiums  and 
indemnities. 

The  second  plan  afforded  the  producer  protection  based  on  his 
investment  in  the  crop.  The  investment  or  typical  cost  per  acre  was 
determined  by  making  a detailed  study  of  the  cost  of  production. 
Under  this  plan  the  amount  of  insurance  was  stated  in  dollars  instead 
of  commodity  units.  It  afforded  the  producer  lower  protection  than 
yield  insurance  at  a correspondingly  lower  premium  rate.  Generally, 
the  highest  level  of  investment  insurance  ranged  from  about  one-half 
to  two-thirds  of  the  protection  provided  by  yield  insurance. 

Under  this  plan  two  types  of  investment  insurance  were  tried. 
The  first  type  set  a basic  amount  of  protection  per  acre  for  each 
county.  This  basic  amount  was  not  in  excess  of  75  percent  of  the 
typical  cost  per  acre  and  was  applicable  to  all  farms  in  the  county 
with  a few  exceptions,  which  were  the  abnormally  low  yielding  farms. 
The  other  type  of  investment  insurance  was  tried  in  five  of  the  experi- 
mental corn  counties.  Under  this  type,  all  farms  were  generally 
grouped  into  thi’ee  classifications:  Low  yield  group,  average  yield 
group,  and  higher  than  average  yield  group.  A low  basic  amount  of 
insurance  was  established  which  was  applicable  to  aU  farms  within  a 
yield  group.  This  basic  ammmt  of  insurance  could  be  increased  by 
the  farmer  by  following  certain  yield-increasing  practices,  such  as 
application  of  fertilizer,  use  of  hybrid  seed,  etc.  The  maximum  pro- 
tection, however,  under  this  plan  could  not  exceed  75  percent  of  the 
investment  in  the  crop. 

On  a monetary  basis  the  total  1946  corn  insurance  premiums 
amounted  to  approximately  $375,000.  The  losses  were  80  percent 
of  the  premiums.  Losses  were  heavy  in  only  4 of  the  19  counties. 
In  3 of  these  counties,  the  primary  cause  of  loss  was  drought.  In  the 
other  county  considerable  damage  was  caused  by  frost,  cool  wet 
weather,  and  windstorm.  This  loss  experience  is  shown  in  table 
5 for  individual  counties  and  in  table  6 for  all  19  counties  combined. 
It  will  be  observed  from  table  5 that  the  over-all  loss  experience  was 
more  favorable  for  investment  insurance  than  for  yield  insurance. 
This  was  due  to  the  fact  that  investment  insurance  was  a lower  level 
of  protection  than  yield  insurance.  Since  investment  insurance  oilers 
a lower  level  of  protection  at  a lower  premium  rate  it  is  expected  that 
the  percent  of  loss  will  ordinarily  be  less  than  for  yield  insurance  except 
in  years  when  severe  crop  losses  occur.  close  review  of  the  loss 
experience  by  counties  shows  that  there  was  essentially  no  difference 
between  the  loss  experience  for  yield  and  investment  insurance  in  the 
3 counties  where  heavy  losses  occurred  in  1946. 

The  cumulative  figures  for  all  corn  insurance  show  a slight  operating 
deficit  for  the  2 years  1945-46  combined.  This  deficit  is  due  to  the 
relatively  heavy  corn  losses  sustained  in  1945.  These  losses  were  due 
primarily  to  excessive  moisture  and  an  early  fall  frost  in  nearly  one- 
half  of  the  experimental  counties. 


Table  5. — Corn  trial  crop  insurance  experience,  by  counties, 

[As  of  June  30,  1947] 
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1 The  number  of  farms  is  larger  than  the  number  of  contracts  because  a farmer’s  contract  generally  includes  all  the  farms  in  which 
he  has  an  insurable  interest  in  the  county.  The  figure  representing  number  of  farms  includes  duplication  where  both  landlord  and  ten- 
ant are  insured.  The  number  of  contracts  on  which  a premium  is  earned  is  usually  less  than  the  number  of  contracts  in  force  because 
farmers  in  some  years  do  not  plant  any  acreage  of  corn. 


Table  6. — Federal  crop  insurance  experience,  United  States  summary,  1945-47 

I As  of  June  30,  1947] 
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Participation  in  the  corn-crop  insurance  program  dropped  from  7,413 
contracts  in  1946  to  6,868  in  1947  despite  considerable  shifting  of 
volume  in  several  counties.  The  1947  contracts  represented  19  per- 
cent of  the  corn-producing  farms  in  the  19  counties  compared  with  21 
percent  in  1946.  Each  of  these  years,  however,  represented  a sub- 
stantial decrease  from  the  1945  participation.  During  the  first  year 
of  the  corn  program  the  heaviest  particpation  was  in  the  yield  type  of 
insurance  but  in  the  last  2 years  the  decrease  in  participation  in  yield 
insurance  has  resulted  in  a lower  number  of  these  contracts  being  in 
force  than  the  investment  type. 

Several  changes  w^ere  made  in  the  1947  corn  program.  The  major 
change  was  in  the  method  of  loss  adjustment.  Many  farmers  sell  part 
of  their  corn  and  feed  the  balance.  The  nature  of  corn  is  such  that 
there  is  no  need  for  a quick  harvest  and  the  harvesting  in  many  cases 
is  spread  over  a relatively  longer  period  of  time  than  that  for  other 
commodities.  During  this  time,  however,  there  is  usually  some 
harvesting  done  and  a part  of  the  corn  is  fed  with  no  records  being 
kept.  As  a result  of  such  situations  the  1947  contract  provided  for 
the  Corporation  to  adjust  losses  on  the  basis  of  an  appraisal  of  the 
actual  corn  produced  and  still  in  the  field  rather  than  wait  a consider- 
able period  of  time  until  all  the  corn  is  harvested  and  risk  the  possibility 
of  not  being  able  to  secure  accurate  production  figures. 

Corn  presents  some  problems  which  are  quite  distinct  from  those  in 
tobacco  and  the  other  commodities  being  insured.  As  stated  earlier, 
corn  is  a crop  which  is  frequently  partially  sold  for  cash  and  partially 
fed.  There  is  also  a tendency  to  plant  longer-maturing  higher- 
yielding  varieties  which  create  yield  problems  as  well  as  risk  problems 
because  of  the  greater  risk  from  frost.  These  problems  combined  with 
the  lesser  degree  of  acceptance  of  corn  insurance  by  farmers  do  not 
mean  that  the  insurance  of  corn  is  impractical  but  they  do  suggest 
that  further  experimentation  is  necessary.  Accordingly,  the  Corpora- 
tion plans  to  make  only  a moderate  expansion  in  the  corn  insurance 
program  for  the  following  crop  year  and  to  concentrate  on  the  solution 
of  the  foregoing  problems. 

FINANCIAL  STATEMENTS 

The  financial  condition  of  the  Corporation  as  of  June  30,  1947,  is 
reflected  by  the  comparative  balance  sheet  following  these  comments. 
It  shows  account  status  at  June  30,  1946,  and  June  30,  1947. 
Other  statements  consist  of  a comparative  statement  of  administra- 
tive and  operating  expenses  and  a summary  of  annual  administrative 
appropriations  for  each  year  of  operation  and  administrative  and 
operating  expenditures  made  therefrom. 

The  financial  statements  do  not  reflect  premium  income  on  1947 
crops  for  insurance  in  force  on  June  30,  1947,  except  for  a small 
amount  of  premiums  paid  prior  to  maturity  of  the  premium  notes. 
The  amount  of  such  advance  premium  payments  less  the  amount  of 
approved  indemnity  claims  covering  early  losses  on  the  1947  crop  is 
shown  in  the  balance  sheet  and  classified  as  ‘‘Deferred  income.” 

Premium  notes  are  executed  with  the  signing  of  applications  for 
insurance;  however,  the  commodity  premium,  such  as  bushels  of 
wheat  and  flax  or  pounds  of  cotton,  is  not  determined  until  reports  of 
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the  acreage  planted  on  each  insured  farm  have  been  obtained.  After 
the  premiums  have  been  established  in  terms  of  the  commodity  in- 
sured, they  cannot  be  included  in  the  financial  statements  on  a mone- 
tary basis  until  the  cash-equivalent  conversion  prices  have  been 
established,  based  on  applicable  market  prices  effective  on  maturity 
dates  of  the  notes.  On  the  basis  of  current  price  levels  it  is  estimated 
that  premiums  on  1947  insured  crops  will  aggregate  approximately  51 
million  dollars.  Substantially  all  crop  losses  on  the  1947  crop  will  be 
determined  and  paid  subsequent  to  June  30,  1947. 

The  balance  sheet  reflects  activities  affecting  the  capital  and  insur- 
ance funds  only.  The  equipment  owned  by  the  Corporation  does  not. 
appear  as  an  asset,  since  purchases  of  equipment  are  made  from  funds 
appropriated  separately  for  administrative  expenses. 

EXPLANATORY  COMMENTS  ON  BALANCE  SHEET 

(Exhibit  A,  p.  42) 

Cash 

Cash  amounting  to  $10,177,564.96  was  on  deposit  with  the  Federal 
Reserve  Bank  of  Chicago,  and  the  Chief  Disbursing  Officer  of  the 
Treasury  Department  as  of  eTune  30,  1947.  Treasury  Department 
facilities  are  utilized  in  making  deposits  and  disbursements.  Receipts 
and  disbursements  are  handled  by  the  Chicago  branch  office  of  the 
Corporation  tln-ough  the  accounts  of  the  Chief  Disbursing  Officer  of 
the  Treasury  Department,  the  Federal  Reserve  Bank  of  Chicago  being 
used  as  the  depository. 

Accounts  Receivable 

Premiums  on  insurance  contracts  amounting  to  $2,511,803.04  as  of 
June  30,  1947,  consist  primarily  of  indebtedness  due  from  insured  pro- 
ducers on  crop-insurance  premium  notes  for  the  1942,  1943,  1945,  and 
1946  crop  years;  unpaid  interest  on  premium  notes  for  the  1945  and 
1946  crop  years;  and  credit  items  representing  overpayments  by  in- 
sured producers,  which  are  to  be  refunded.  Interest  is  not  recorded 
on  delinquent  premiums  until  collected  except  in  cases  where  remit- 
tances covering  payment  of  premiums  in  full  do  not  include  interest 
and  are  received  after  the  expiration  of  the  interest-free  period.  The 
increase  of  $1,192,504.29  over  the  balance  as  of  June  30,  1946,  repre- 
sents the  net  excess  of  insurance  premiums  on  1946  crop  year  contracts 
over  total  collections  received  during  the  1947  fiscal  year.  This  out- 
standing balance  is  about  3 percent  of  the  total  amount  of  the  premium 
notes  for  the  1942,  1943,  1945,  and  1946  crop  years. 

The  reserve  for  uncollectible  accounts  of  $561,270.30  represents  the 
balance  as  of  June  30,  1947,  of  a reserve  established  during  the  fiscal 
year  1947  as  applicable  to  unpaid  balances  of  premiums  on  insurance 
contracts  for  the  crop  years  1942  through  1946. 

Ihe  amount  of  $851,647.33  due  from  the  Commodity  Credit  Cor- 
poration (PMA)  represents  the  balance  due  the  Corporation  on 
June  30,  1947,  as  a result  of  commodity  purchase  and  sale  transactions 
consummated  by  the  Commodity  Credit  Corporation  for  the  ac- 
count of  the  Federal  Crop  Insurance  Corporation.  The  decrease  of 
$4,371,037.67  reflects  the  net  liquidation  in  the  account  during  the 
fiscal  year  1947. 
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The  balance  due  from  administrative  funds  amounting  to  $23,735.35 
on  June  30,  1946,  consisting  of  amounts  paid  from  capital  funds  for 
storage  expenses  was  reimbursed  from  the  administrative  funds  during 
the  1947  fiscal  year. 

The  balance  of  $12,369.58  shown  as  due  from  “Other’’  represents 
checks  scheduled  for  cancelation  because  of  change  in  Chief  Disburs- 
ing Officers  and  forwarded  to  the  Treasury  Department,  Division  of 
Disbm’sements,  for  transmittal  to  the  General  Accounting  Office,  the 
amounts  of  which  have  not  been  transferred  from  the  official  balance 
of  the  rething  Chief  Disbursing  Officer  and  covered  into  the  Treasmy. 

Commodities  Purchased  for  Deferred  Delivery — Wheat 

The  balance  in  this  account  amounting  to  $3,705,354.70  at  June  30, 
1947,  represented  the  cost  of  1,725,732  bushels  of  wheat  purchased  for 
deferred  delivery  (unfilled  wheat  purchase  commitments)  by  the  Com- 
modity Credit  Corporation  (P^IA)  for  the  account  of  the  Federal 
Crop  Insurance  Corporation.  The  following  tabulation  shows  the 
bushels  by  delivery  date  and  indicates  a comparison  of  the  market 
value  as  of  June  30,  1947,  with  the  cost  of  acquisition: 


Delivery  Date  Bushels  Market  Value  Cost 

July  1947 1,  675,  732  $3,  636,  338.  44  $3,  593,  854.  70 

September  1947 50,  000  107,  500.  00  111,  500.  00 


Total 1,  725,  732  3,  743,  838.  44  3,  705,  354.  70 


Accounts  Payable 

Estimated  indemnities  payable  represent  established  cash  values 
(crop  years  1941  to  1945)  and  estimated  cash  values  (crop  years  1946 
and  1947)  of  outstanding  certificates  of  indemnities  as  of  June  30, 
1947,  issued  to  insirred  producers  in  settlement  of  loss  claims  under 
crop  insm^ance  contracts  and  not  presented  to  the  Corporation  for 
paj^ment.  The  claims  resulted  from  losses  that  occurred  on  insured 
crops  during  crop  years  from  1941  to  1943  and  from  1945  to  1947. 
The  liability  by  applicable  crop  years  is  shown  as  follows: 


Crop  years  1941  to  1943  (established  cash  value) $266,  342.  85 

Crop  5^ear  1945  (established  cash  value) 24,  531.  00 

Crop  year  1946  (estimated) 1,  779,  662.  00 

Crop  year  1947  (estimated) 292.  00 


Total 2,  070,  827.  85 


The  estimated  liability  for  the  1946  and  1947  crop  years  does  not 
include  liability  for  unapproved  indemnity  claims.  The  following 
summary  reflects  the  distribution  of  the  liability  for  unliquidated  loss 
claims  on  the  several  crops  insured  by  the  Corporation: 


Cotton  contracts 
Wheat  contracts. 

Flax  contracts 

Corn  contracts. _ 


$1,  780,  698.  15 
274,  819.  70 
4,  749.  00 
10,  561.  00 


2,  070,  827.  85 


Total 
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The  Corporation's  liability  on  indemnity  claims  in  most  cases  is 
computed  in  terms  of  commodity,  and  a certificate  of  indemnity  is 
issued  to  a claimant  in  settlement  of  an  approved  indemnity  claim. 
Until  such  time  as  the  certificate  is  surrendered  to  the  Corporation 
for  payment  or  an  established  cash  equivalent  of  the  claim  is  deter- 
mined, an  estimate  of  the  value  of  the  outstanding  certificate  is  neces- 
sary. Average  market  prices  on  dates  applicable  to  the  respective 
commodities  are  the  bases  for  the  estimate. 

The  increase  of  $770,052.40  in  estimated  indemnities  payable  as  of 
June  30,  1947,  compared  with  June  30,  1946,  consists  of  indemnities 
applicable  to  the  1946  and  1947  crop  years  after  an  offsetting  net 
reduction  of  $901,872.60  in  estimated  indemnities  for  the  crop  years 
1941  to  1945. 

Returned  checks  unclaimed-canceled  amounting  to  $7,436.47  con- 
sist of  amounts  due  insured  producers  for  which  checks  issued  in  pay- 
ment were,  for  various  reasons,  not  delivered  to  the  payees.  Such 
checks  are  returned  to  the  Corporation  and  canceled.  Vv'hen  payees 
are  located,  new  checks  are  issued  in  payment  of  the  amounts  due. 

The  balance  due  administrative  funds  amounting  to  $56,371.30  is 
comprised  of  storage  recoveries  deducted  from  indemnity  payments 
which  are  payable  to  the  administrative  fund.  Adjustments  of  these 
accounts  are  made  periodically. 

Defeeeed  Liabilities 

The  balance  of  unfilled  wheat  purchase  commitments  amounting 
to  $3,705,354.70  represents  the  cost  value  of  undelivered  wheat  pur- 
chases (purchased  for  deferred  delivery)  as  of  June  30,  1947. 

Undisteibuted  Ceedits 

This  balance  consists  of  unapplied  premium  receipts  amounting  to 
$38,732.72  as  of  June  30,  1947.  Insurance  premiums  are  normally 
collected  by  county  associations  which  in  turn  transmit  them  to  the 
branch  office.  However,  in  some  instances  insured  producers  transmit 
premium  payments  directly  to  the  branch  office  without  including 
complete  information  relative  to  their  contracts.  Such  insurance 
premium  receipts  which  cannot  be  immediately  identified  are  placed 
in  this  account  until  proper  distribution  can  be  made. 

Defeeeed  Income 

This  balance  amounting  to  $349,656.57  as  of  June  30,  1947,  repre- 
sents premiums  collected  before  maturity  on  insurance  contracts 
(less  approved  indemnity  claims)  for  the  1947  crop  year  as  follows; 


Premium  collections $350,  527.  94 

Less;  Approved  indemnity  claims 871.  37 

Net  amount 349,  656.  57 


The  decrease  of  $2,186,422.93  represents  the  net  decrease  in  pre^ 
miums  collected  before  maturity  (less  approved  indemnity  claims)  for 
the  crop  year  1947  compared  with  the  crop  year  1946. 
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Capital 

Capital  stock  outstanding  as  of  June  30,  1947,  amounted  to 
$90,000,000.  The  Corporation’s  enabling  act  authorized  capital 
stock  in  the  amount  of  $100,000,000.  Of  this  amount,  $90,000,000 
has  been  subscribed  by  the  Secretary  of  the  Treasury;  and  that 
amount  was  requisitioned  by  the  Corporation  prior  to  June  30,  1947. 

The  increase  of  $20,000,000  in  capital  stock  outstanding  as  of 
June  30,  1947,  compared  with  June  30,  1946,  represents  an  additional 
appropriation  made  to  the  vSecretary  of  the  Treasury  during  the  fiscal 
year  1947,  which  was  requisitioned  by  the  Corporation  prior  to  the 
close  of  the  fiscal  year. 

The  operating  deficit  of  $79,530,910.30  represents  the  total  deficit 
from  insurance  operations  applicable  to  the  crop  years  from  1939  to 
1943,  inclusive,  and  to  the  crop  years  1945  and  1946.  The  operating 
deficit  from  insurance  operations  recorded  during  the  fiscal  year  1947 
amounted  to  $28,807,497.15.  This  increase  in  deficit  is  applicable  to 
crop  years  as  follows: 


Crop  years  1945  and  1946 $28,  427,  360.  73 

Crop  years  1939  to  1943,  inclusive 380,  136.  42 

Total  increase 28,  807,  497.  15 


The  increase  in  deficit  applicable  to  crop  years  1945  and  1946  is 
reflected  by  commodities  in  table  6 of  this  report.  The  increase  in 
deficit  applicable  to  the  crop  years  1939  to  1943,  inclusive,  consists 
of  the  following: 


Adjustments  to  insurance  premiums $1,  421.  16- 

Increase  in  approved  indemnity  claims 10,  325.  04 

Debt  cancellations,  net 15,  183.  78 

Provision  for  uncollectible  accounts 353,  222.  45 


Total 380,  152.  43 

Deduct — Adjustment,  profit  on  sale  of  commodities.-  16.  01 


Total  crop  years  1939  to  1943 380,  136.  42 


Explanatory  Comments  on  Administrative  and  Operating  Expenses 
(Exhibits  B and  C,  pp.  43  and  44) 

Exhibit  B reflects  a comparison  of  administrative  and  operating 
expenses  for  the  1947  and  1946  fiscal  year  appropriations  as  of  June 
30,  1947.  The  increase  in  total  expenses  amounting  to  $489,728.72 
for  the  fiscal  year  1947,  as  compared  with  the  fiscal  year  1946,  reflects 
costs  of  administration  in  connection  with  increased  volume  of  in- 
surance contracts  under  the  Corporation’s  insurance  program  during 
the  fiscal  3^ear  1947.  This  increase  was  from  451,347  contracts  in 
1946  to  539,777  contracts  in  1947. 

Exhibit  C summarizes  the  administrative  and  operating  expenses 
of  the  Corporation  by  fiscal  years  as  of  June  30,  1947,  on  a basis  of 
total  appropriations  for  each  of  the  j^ears  the  Corporation  has  been 
in  existence.  The  changes  reflected  in  expenses  for  the  fiscal  years 
1939,  1942,  1943,  1944,  1945,  and  1946,  as  compared  with  amounts 
shown  in  the  report  of  June  30,  1946,  result  from  liquidation  or  can- 
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celation  of  unliquidated  obligations  for  those  fiscal  years  during  the 
fiscal  year  1947.  The  detail  of  expenses  for  the  fiscal  years  1947  and 
1946  is  shown  in  Exhibit  B. 

Du*ect  administrative  and  operating  expenses  of  the  Corporation 
from  the  time  of  its  organization  to  June  30,  1947,  amounted  to 
$19,246,001.94  as  refiected  in  Exhibit  C.  This  amount  represents 
expenses  of  the  headquarters  office  and  field  offices  and  includes 
storage  expenses  in  the  amount  of  $2,165,761.99.  For  the  same 
period  expenses  for  cooperating  agencies  which  have  contributed 
toward  the  operations  of  the  insurance  programs  amounted  to  $27,- 
065,778.73,  of  which  amount  $25,877,332.79  was  expended  by  the 
Field  Service  Branch  of  the  Production  and  Marketing  Administra- 
tion. This  represents  approximately  58  percent  of  the  total  program 
expenses  and  reflects  to  a great  extent  the  cost  of  field  operations. 
Beginning  in  the  fiscal  year  1945  and  continuing  through  the  fiscal 
year  1947,  field  expenses  for  insurance  contract  sales  and  loss  adjust- 
ments have  been  paid  directly  by  the  Corporation  instead  of  by 
transfer  to  another  agency. 
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EXHIBIT  A 

CAPITAL  FUNDS 

Comparative  balance  sheet  for  the  fiscal  years  ended  June  30,  1947,  and 
June  30,  1946,  as  of  June  30,  1947 

Assets 


Cash 

Fiscal  year  ended— 

June  30, 19 JJ  June  30, 1946 
$10,177,564.96  $16,619,694.70 

Increase  or 
decrease 
-$6, 442,  129.  74 

Accounts  receivable: 

Premiums  on  insurance  contracts 

Less:  Reserve  for  uncollectible  accounts 

2,  511,803.  04 
561,  270.  30 

1,319,298.  75 

1, 192,  504.  29 
561, 270.  30 

Net  amount 

Commodity  Credit  Corporation  (PMA) 

Administrative  funds 

Other 

1,  950,  532.  74 
851,  647.  33 

12,  369.  58 

1,  319,  298.  75 

5, 222,  685.  00 
23, 735.  35 
284. 18 

631,  233.  99 
-4,  371,037.  67 
-23,735.35 
12,  085.  40 

Total  accounts  receivable 

2, 814,  549.  65 

6,  566,  003.  28 

-3,  751,  453.  63 

Commodities  purchased  for  deferred  delivery — 
Wheat 

3,  705, 354.  70 

3,  705,  354.  70 

Total  assets 

16,  697,  469.  31 

23, 185,  697.  98 

-6, 488, 228.  67 

Liabilities  and  Capital 

Accounts  payable: 

Indemnities  payable  (estimated) i $2,  070, 827.  85 

Returned  checks  unclaimed  (canceled) 7, 436.  47 

Due  administrative  fund 56, 371. 30 

1 $1, 300,  775.  45 

2,  553.  63 

$770,  052.  40 
4, 882. 84 
56,  371.  30 

Total  accounts  payable. 

2, 134, 635.  62 

1, 303,  329.  08 

831,  306. 54 

Deferred  liabilities: 

Unfilled  wheat-purchase  commitments 

3,  705, 354.  70 

3,  705,  354.  70 

Undistributed  credits: 

Unapplied  premium  receipts 

38,  732.  72 

69,  702.  55 

-30,  969.  83 

Deferred  income: 

Premium  collections  Gess  approved  indemnity 
claims) 

349,  656.  57 

2,  536, 079.  50 

-2, 186,  422.  93 

Total  liabilities-  

6,  228,  379.  61 

3,  909,  111.  13 

2,  319,  268.  48 

Capital: 

Capital  stock  authorized 

100,  000,  000.  00 

10, 000,  000.  00 

100,  000,  000.  00 
30, 000, 000. 00 

Less:  Unissued  stock 

-20,000, 000. 00 

Capital  stock  outstanding 

Operating  deficit 

90,  000,  000.  00 
79,  530,  910.  30 

70,  000,  000.  00 

50,  723,  413. 15 

20, 000, 000.  00 
28, 807,  497. 15 

Net  capital 

10, 469,  089.  70 

19,  276,  586.  85 

-8,  807,497.  15 

Total  liabilities  and  capital 

16,  697, 489.  31 

23, 185,  697.  98 

-6, 488,  228.  67 

I Does  not  include  liability  for  unapproved  indemnity  claims. 
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EXHIBIT  B 


Comparative  statement  of  administrative  and  operating  expenses  for  the 
1947  and  1946  fiscal  year  appropriations,  as  of  June  30,  1947 


Item 

Expenses,  as  of  June  30, 1947 

Increase  or 
decrease 

1947  appro- 
priation 

1946  appro- 
priation 

Direct  expenses  except  commodity  storage: 

Personal  services - 

,$3, 060,  321.  23 
371,  286.  84 
40, 978.  49 
24, 169.  73 
58, 159.  71 
74, 630. 10 
61,  292.  09 
603, 561.  00 
57, 667.  99 
42,  477.  41 

$1, 873, 620.  63 
315,  533.  86 
15, 533. 49 

1 41,  517.  58 
29,  278.  82 
71,681.39 
47, 175. 45 
981, 937.  45 

6,  000.  00 
43, 178. 14 

$1, 186, 700. 60 
55, 752.  98 
25,  445. 00 
-17, 347. 85 
28,  880.  89 
2, 948.  71 
14,116.  64 
-378, 376. 45 
51,  667. 99 
-700.  73 

Transportation  of  things ..  .... 

Rents  and  utility  services.  . . ....  ..  . 

Printing  and  binding 

Other  contractual  services  ..  . 

Insurance  contract  sales  expense  ..  

Commodity  purchase  expense  .. 

Supplies  and  materials... 

Total  direct  expense  except  commodity  storage.  . 
•Commodity  storage: 

Wheat 

4, 394,  544.  59 

323,  766.  85 
12,  215.  06 

3, 425, 456.  81 

969, 087.  78 

323,  766.  85 
525.  84 

Cotton  ...  ...  ..  - ... 

11, 689.  22 

Total  direct  expenses 

4,  730,  526.  50 

3,  437, 146.  03 

1,  293, 380.  47 

Allotted  to  cooperating  agencies: 

Field  Service  Branch  (PMA): 

Administrative  . . 

659, 983.  00 
1,627,  436.  50 

795,  584. 00 
2, 273,  790.  00 

-135, 601.00 
-646, 353.  50 

County 

Total  FSB 

2,  287,  419. 50 

• 

3, 069,  374.  00 
1, 683.  47 

630.  00 
16,  244.  00 

-781,954.  50 
-1,  683.  47 

-20.  00 
5,  917.  00 

Office  of  Information  

'Treasury  Department: 

Treasurer’s  Office  . . . 

610.  00 
22, 161.  00 

Division  of  Disbursement ..  

Total  expenses  of  cooperating  agencies 

2, 310, 190.  50 

3,  087,  931.  47 

-777,  740.  97 

Total  expenses  (excluding  equipment  pur- 
chases) - 

7,  040,  717.  00 
588.  77 

6,  525, 077.  50 
26,  499.  55 

515,  639.  50 
-25,  910.  78 

Equipment  purchased  . . 

Total  expenses  

7,  041,  305.  77 

6,  551,  577.  05 

489,  728.  72 

> Includes  penalty  mail  in  the  amount  of  $24,304.98. 


Summary  of  administrative  and  operating  expenses  by  appropriations,  as  of  June  30,  1947 
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